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Dear M. Durham

Wlbur Smth and Associates is pleased to submt this report
on a Consolidated Procurenent Program for the Transportation
Associ ation of South Carolina (TASC)..

We have found that a w de range of consolidated procurenent
opportunities exist for TASC. Qur recommendations are for TASC
to become involved on a selective basis in broker alge/ negoti a-
tion; central information resources; and, potentially, Tnsur-
ance.  Furthernore, we have concluded that simlar programs are
al most non-existent in other state transportation associations.
Therefore, the inplenentation of these recomrendations would
make TASC somewhat unique anong simlar organizations.

Respectful |y submtted,
W LBUR SM TH AND ASSQOCI ATES

Davi d R. Damffor
Project D rector
DRD/rd
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CONSQLIDATED PROCUREMENT STUDY
SUMMARY

o (Goods/service consolidated procurenment opportunities
o Types of consolidated procurenent prograns

# (rgani zation

o Evaluation

# Consol i dated procurement by state transportation associations is rare.

o Eligibility for utilization of 8.€. and other state procurenent systens
I's comon for some products.

o T&SC nenbership likely to be best served through conbination of broker-
age, negotiation and information resources. Direct purchasing by TASC
a?so a possibility. _

o Vehicle liability inswraiee of primary concern nationally. T#s¢m ght
wish to consider joint purchase or pool, but nore study needed.

o Information source (vendor list, DBE/MBE |ist, product technical data,
sanpl e specification) could be valuable to menbers,

o Brokerage/Negotiation: negotiate agreenents for purchase/lease dis-
counts with major supply chains, conpanies with service departnents,
etc.

- Vehicle supplies (batteries, hoses, fluids, etc.)

- Tires (purchase or |ease)

- Routine Maintenance and Service (Tune-ups; adjustnents; rotation;
oi | /lubrication; battery, shock, brake, nuffler service).

o Insurance: either negotiate master insurance contract and admnister it
or develop and adm nister pooled self-insurance program (a |ess active
role is also described below).

o Information Resource: conpile and distribute vendor |ists, suggest
specifications, prepare standardized bid/selection procedures, nake
other information available for otherw se independent procurenent by
the nenbership.

- Vehicles
- Mjor vehicle conponents and specialized equi pnent such as wheel -
chair lifts

Shop equi prent

Maj or repair and naintenance

Fuel

O fice supplies, equipnent, furniture

Prof essional services - |egal, accounting, architectural, engineer-

ing .
Mar ket i ng/ advertising . _ .
- Insurance - assist menbers in locating carriers
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Chapter 1

| NTRODUCTI ON AND SUMMARY

The Transportation Association of South Carolina (Ta8Q) is a
prof essi onal organi zation dedicated to the inprovement of public
transportation in the State. (ne of its principal objectives is
to aid menbers in dealing with problems and in particular for
this study to provide a nechanism for financial savings for
purchases by TASC nenbers.

Study Purpose

TASC is simlar to many professional organizations in that
it is conprised of independent organizations and individuals who
have sone interest in public transportation, Sone nenbers are
providers of either public or specialized transportation; others
such as governnent officials, suppliers, etc. do not provide
transportation but performother services related to transporta-
tion. Sone agencies are very snmall; some are |arge. The key
Issue for this study is that each is independent and that each
provider is more or |ess alone in obtaining goods and services
necessary to performits transportation function.

It is possible that by acting independently in procurenent
activities, each organization may be paying nore for sone goods
and services than it mght through a centralized procurenment
system In addition the total nmanpower and adm nistrative cost
for this practice mght be higher since the independent organiza-
tions currently engage in duplicative procurement efforts.

The Consolidated Procurement Study was initiated to exam ne
these issues and to address the follow ng general topics:



* \What goods and services offer an opportunity for cost/
efficiency inprovements through a consolidated procurement
syst enf W1l a consolidated procurenent program be an
attractive benefit of menbership in the Association?

* \What types of consolidated procurenent m ght be nost
appropriate for each general comodity or service needed
by TASC menbers?

* \What organi zational and procedural steps are necessary to
inplemeait a syst enf

* How can the system be eval uated?

Study Appixach

In order to address the preceding questions, the follow ng
tasks were perforned in this study and di scussed in the
remai nder of this report.

1. Review Existing Prograns

2. Analyze Potential for Consolidated Procurement of
I ndi vi dual Goods and Services

3. Develop Consolidated Procurement Procedures

4. Develop Oganizational Framework for Consolidated Pro-
cur ement

5. Develop Procurenent Evaluation Procedures

This study has examned a wide variety of potential consoli-
dated procurenent alternatives. Basi ¢ conclusions from this
analysis are as follows:

* Consolidated procurenent in sone form could be of benefit
for some goods and services but not for others as dis-

cussed bel ow.



* The menbership is likely to be better served if TASC's
role is nore in the area of brokerage, negotiation, and
information resource rather than in centralized purchas-
I ng. A possible exception mght be in the area of
I nsurance.

* The brokerage and negotiation role would be perfornmed
through the active solicitation of goods and service
purchases that TASC nenbers could individually obtain at
di scount. That is, TASC would seek and negotiate favor-
able master purchase terns that nembers could use if they
wshed. This role would likely require nore central staff
and staff time than is presently utilized by the TASC
managenent services company.

* The insurance role could also require a nuch greater
admnistrative involvenent by T8 if the Association
becones involved in joint purchase contracts or a pool ed
sel f-insurance program This role could include vehicle
I nsurance as well as health and life insurance for an
enpl oyee benefit plan.

* A less active but nevertheless equally inportant role for
some goods and services would be for TASC to act as a
resource for vendor lists, suggested specifications, bid/
purchase procedures, and other information that nenbers
could utilize independently.

In view of the preceding conclusions, the recomendations
for TASC i nvol venent in procurenent are as foll ows:

* Brokerage/ Negotiation: negotiate agreenments for purchase/
| ease discounts with major supply chains, conpanies with
service departnents, etc.



*

- Vehicle supplies (batteries, hoses, fluids)

- Tires (purchase or |ease)

- Routine Maintenance and Service (Tune-ups; adjustments;
rotation, oil/lubrication; battery, shock, brake, nuf-

fler service).

Insurance: either negotiate master insurance contract and
admnister it or develop and adm nister pool ed sebf-
I nsurance program (a less active role is also described
bel ow) .

I nformation Resource: conpile and distribute vendor |ists,

suggest specifications, prepare standardized bid/selection

procedures, make other infornmation available for otherw se

I ndependent procurement by the membership.

- Vehicles

- Mjor vehicle conponents and specialized equi pnent such
as wheelchair |ifts

- Shop equi pnent

- Mjor repair and naintenance

- Fuel
- Ofice supplies, equipment, furniture
- Professional services - legal, accounting, architec-

tural, engineering
- Marketing/advertising
| nsurance - assist nenbers in locating carriers



Chapter 2

ANALYSI S OF CONSOLI DATED
PROCUREMENT  OPPORTUNI TI ES

Pur chasing by the TASC menbership is no different than for
most busi nesses. Ofice supplies, production equipment (vehi-
clless), maintenance, insurance, and professional services are
needed in order to function, and it makes little difference if
the purchaser is in the private sector, is a non-profit aging
program or a regional transportation authority. For this
organi zation, the purchases run from paper clips to buses and
vary in volune fromless than $1,000 i n fuel purchases for sone
menbers to nmore than $150,00® in fuel purchases for others.

Several key points which guided this study energe fromthe
above sinple conparisons:

* TASC menbers purchase a variety of goods and services.

* The level of purchases for particular goods and services
varies considerably.

* TASC menbers have di fferent needs and functions and
general |y operate independently from each other.

* To be effective and useful, this study nust approach the
potential for consolidated procurenent with respect to
tangi bl e benefits to a majority of TASC nenbers. To be of
tangi bl e benefit, apny consolidated procurement program
must offer real savings in terns of unit cost, admnistra-
tive cost, procurenment time, availability etc. Furthernore
It nust recognize the differing needs of its nenbers.



Anal ytical Pr r

The follow ng nethod was used to evaluate the potential for
consol i dated procurenent anong the TASE nenber ship

* Literature search

* Selected interviews in other states

* Selected interviews in South Carolina

* Devel opnent of evaluation criteria

* Eval uation of general groupings of goods and services

kv of Literatur rch an | ect | nt ervi

An initial step of the study was to review the transporta-
tion literature on the subject of procurement and to interview
organi zations in other states. Procurenent by individual
properties and organizations is dealt with extensively in the
professional literature, but consolidated procurenent is not.
One conclusion, therefore, is that consolidated procurenent by
I ndependent organi zations is rare. However this conclusion was
further tested through direct discussions with representatives
of a sanmple of states.

The follow ng points emerged fromthe literature search and
I nterview process and were used as gui dance throughout the
st udy:

Exi st ence of Consol [ dat ed Firooa:emnen irame — The initia-
tive for what consolidated procurenent exists is generally at
the state governnent |evel although there is some in state asso-
ciations simlar to TASC. This practice appears to result from
state control of Urban Mass Transportation Adm nistration (GMDR)
funds for the Section 16(b)(@) el derly and handi capped and the
Section 18 rural programs. Urban funds (Section 9) appear to be



| ess under consolidated procurenent because of the nmanner in
which these funds are granted directly to urban areas.

State and La@eal Procurenent - Sone states including South
Carolina allow transportation providers to use the state
procurenment system for some purchases. These purchases include
vans, passenger autonobiles, some buses (usually light transit
vehicles or school buses), office supplies, office equipnent,
furniture, fuel, and insurance. However, this eligibility does
not always result in utilization. Even though extensive bidding
procedures are avoi ded through state procurenent, individual
organi zations sometines obtain better prices independently or
have other reasons such as the need to spend funds locally or
meet Di sadvantaged Business Enterprise (DBE) requirenents.

Standardized Procedures - Mbst states require operator
recipients of state and federal funds to follow standardized
procurement procedures. Several have published manual s which
address topics such as bid procedures which vary by contract
dol lar value, sanple specifications by vehicle type, specialized
equi pment specifications, life cycle cost analysis, acceptance
testing, and documentation.

Contract Types - Different types of purchase contracts
exi st. For exanple, definite quantity contracts describe the

article (sonetines very detailed), quantity, price, delivery
date, paynent terms, penalties, acceptance testing, etc. Inde-
finite quantity contracts describe the article, price, etc. but
not the specific quantity. The first type of contract is comon
for vehicles, equipment, and bul k purchases such as fuel.
Indefinite quantity contracts are sonmetinmes used for fuel and
suppl i es.

Liabiifiiity | nsurance - Vehicle liability insurance prograns
for public transportation are almost in turnoil. Some public



transportation entities are experiencing double and triple pre-
mumincreases with less coverage. Qhers are having difficulty

in finding any insurance. State contracts, if available, may
not provide sufficient coverage. Consolidation in some manner

has been widely discussed for the procurenent of insurance
prograns.

Life and Heath |nsurance Emplovee Benefits - Some of the
interviews indicated sone interest in offering these types of

benefits through TASC nenbershi p. Potentially it could be part
of an enployee benefit package for sone nmenbers.

: [ : ati ons

A nunber of other states have public transportation associa-
tions simlar to TAS€. Interviews of nost of these associations
are summarized in Table 1 which indicates consolidated procure-
ment is al nbst non-existent. Followi ng are sone of the key
observations resulting from the interview process:

* Buyer/Negotiator - Only one association, Arkansas, has a
programin which the association itself acts in a consoli-
dated procurenent program Thi s association purchases
tires for its nmenbers. However, it has no warehousing and
delivery system orders are delivered directly to the
nmenbers.

* Vehicle Insurance - Because of the current crisis in tran-
sit industry insurance, this topic is of primary concern
to representatives of the associations interviewed.
Several states are beginning to consider sone type of
joint insurance program for nembers but have perfornmed no
detailed feasibility studies. One other state association,
Wsconsin, was instrumental in starting a joint insurance



Table 1

CONSOL| DATED PROCUREMENT ACTIVITIES OF SELECTED
STATE PUBLI C TRANSPORTATI ON ASSOCI ATI ONS

VEHI CLE HEALTH ACCI DENT
STATE BUYER/ NEGOTI ATOR INSURANCE
Al abanma Consi dering G oup Consi deri ng
Commerci al | nsurance
Ar kansas Tires Consi dering Pool ed
Sel f Insurance
California Consi dering G oup
Commerci al | nsurance
Fl ori da
Il'linois
| owa
Kansas
M chi gan Consi dered Joi nt Consi dering G oup Consi deri ng
Purchase Program  Commercial |nsurance
M ssi ssi ppi
M ssouri Tried Pool ed
Sel f Insurance

North Carolina
South Carolina
Tennessee
Virginia
West Virginia

W sconsin

SOURCE: W | bur

Smith and Associ ates

Consi dering Group
Commerci al | nsurance
Yes, from Rel ated
Organi zati on

Consi dering Marketing

Consi dering Marketing

Consi deri ng

Procurenent Manual

PROCUREMENT

— _INSURANCE =~ < T FofEER T JINFORMATION RESCURCE

DBE/WBE Li st
I nf or mal

I nf or mal
DBE/WBE Li st s,
I nf or mal
I nf or mal
I nf or mal
I nf or mal

I nf or mal
I nf or mal

I nf or mal
I nf or mal
I nf or mal
I nf or mal

I nf or mal
I nf ormal Vendor
Liisttss, DBE/WBE Lists



program through a separate organi zation, the Wsconsin
Muni ci pal Transit Conm ssion. Anot her state, M ssouri,
tried to start a self-insurance programin 1984, but did
not generate sufficient interest at the tinme.

* Enpl oyee Health/Accident Insurance - Some states have
considered this type of insurance but found that nost
menber enpl oyees already had such coverage through exist-
ing progranms such as those offered by governnental agen-
ci es.

* Other Activities - Sone state associations have considered
joint marketing programs for the smaller nenbers but have
not started any programs. Also one state is considering a
procurenent manual to aid its menmbership

* Information Resource - Most of those interviewed indicated
that they were an informal information resource for pro-
curement activities. That is, they shared vendor lists or
al l owed vendor displays at neetings. Additional ly, the
associations allowed the opportunity for the informal shar-
ing of vendor information, specifications, etc. Finally,
sone associations assisted menbers by identifying vendors
who were Disadvantaged or Wnan-owned Business Enter-
prises.

Eval uation Factors

The preceding discussion illustrates the broad nature of
consol i dated procurement and, unfortunately, the general [ack of
prograns which can be used as nodels for TASC. How to eval uate
whet her or not a particular product or service should be in a
TASC-sponseired pr ogram then becones the question. To answer
that question, the follow ng evaluation factors were devel oped
and applied to typical purchases by TASC nmenbers.

10



Potential for Product/Service Cost Savings - This factor is
the key el ement of the evalutdiiem. Two general possibilities are
possible for these savings. First, TASC could act as a buyer on
behal f of its nenbership. Al'ternatively, TASC could act as a

broker or information resource between the supplier and T&sK
members. As a buyer for the nenbership's behal f, TASC coul d
potentially achieve cost savings through volune discounts,
direct negotiation of favorable rates, the use of standardized
specifications, use of "off the shelf" itens, etc. The second

met hod al so mi ght be appropriate and could be available as a
benefit of menbership.

diijistrative CoO - The
of procurenent can be high because of the
need to prepare detailed specifications, to prepare requests for
bid packages, to evaluate bids, etc. TASC m ght be able to
assist in this procedure by either performng these functions
directly or by providing vendor lists, suggested specifications,
etc.

__aléties Aspects of Consolidated Procurenent - Since the
TASC nenbership is wdely dispersed geographically, the |ogis-
tics of a consolidated program could be difficult. Accordingly
the products and services nust be evaluated in terns of the
storage and delivery system

I iR stabllishe ] , - Sone form of
consol i dated procurenent already exists for some menbers. For
exanpl e, some nenbers are eligible to utilize state procurenent,
and have used it for vehicles, fuel, furniture, office equip-
ment, etc. If this procedure works to the satisfaction of the
members, then there is little conpelling reason to create a
conpeting programunless it is to offer an alternative

0 1t P Oalk s
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le@Bd]l Neeg leg - Despite the
potential financial benefit of consolidation for some purchases,

sone nenbers may need to nmake independent purchases for other
reasons. A primary exanple of this need would be the desire to

foster goodw Il by buying locally. Another exanple would be the
federal requirement to utilize DBE/WBE goal s in purchasing.

Eval uation of ipdiwviidugil Products or Services

Purchases by the TASC nenbership enconpass a w de range of
products and services; but for this analysis the purchases were
divided into general categories. The potential for consolidated
procurenent for each fo these categories was then evaluated in
terms of the factors described earlier as well as the experi-
ences in other states. A summary of this evaluation is pre-
sented in Table 2.

Buses - The potential for direct cost savings through
consol idated procurenent is considered to be low for buses
because of the variety of needs of TASC nenbers as well as the
relatively small nunber of units that woul d be purchased at
once. However, adm nistrative costs could be reduced if TasX
acted as an information resource. One way would be for T8¢ to
maintain a library of vendor material for these types of vehi-
cles. This material could include pictures, technical data, and

approxi mate cost ranges. It could assist nmenbers by providing
this information as well as vendor lists which could be used in
the solicitation process. TASC coul d al so assist in consoli-

dated procurenent by preparing suggested standard specifications
that menbers could use in the bidding process. The other eval ua-
tion factors are not really applicable to bus procurenent. For
these reasons it is suggested that TASC's role would be in the
information area rather than direct involvement.

12



Table 2

POTENTI AL CONSCLI DATED
PROCUREMENT  OPPORTUNI TI ES

PROCURENENT

ACTIVITY

PRODUCT QR SERVI CE BUYER/ NEGOT| ATOR

OTHER

Buses
Vans -
Special  Equi prent -

Shop Equi pment -
Maj or  Conponent s -

Vehicle Supplies/Parts Central purchase or
standard contract

Tires Central purchase or
standard contract

Routine Muintenance Standard contract

Fuel

Office Supplies

Office Equi pnent Standard contract

Ofice Furniture

Vehicle Insurance Joint purchase

Mar ket i ng Joint marketing

Prof essi onal - CPA, Legal, A&SE

NOTE: Vendor lists could also include special lists of
vendors. . .
SOURCE: W lbur Smth and Associates
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Vendor list, sanple
speci fications

Vendor list, sanple
speci fications

Vendor list, sanple
speci fications

Vendor list, sanple
speci fications

Vendor i st
Vendor i st
Vendor i st
Vendor |ist
Vendor |ist
Vendor i st
Vendor |ist
DBE and WBE



Vans- The potential for direct cost savings through joint
purchasing is high because of the nunber of units and the
general commonality of the vehicles. However, these savings
have already been recogni zed through the state purchasing
system  That is, for eligible buyers such as Section 16 (b) (2)
prograns, a consolidated procurenment systemis already in place.
The reduction of admnistrative cost is also possible through a
central system because the need for the bidding process at
i ndi vi dual agencies would be elimnated. For TASC menbers that
are not eligible for state procurenent or otherw se do not
choose to utilize this service, TASC could offer a vendor data
library, vendor list, and suggested specifications for the use
of menbers. The need for procurenent at |ocal deal erships m ght
also be strong for this product category. To sunmari ze, the
suggested role for TASC is information and technical assistance.

Speci al Eqndpimern - Wheel chair equi pent, safety equi pnent,

and fareboxes are exanples of special equipnment that some TASC
menbers typically purchase. However, the direct cost saving
potential is low due to the small nunber of units involved. The
adm ni strative costs of independent procurenent could be reduced
i f TASC also included this type of equipnent in its library of
vendor information, supplier lists, and sanple specifications.
| ndependent procurenent is also not a factor since these itens
are not available locally except for some safety equi pnent.
Therefore, the suggested TASC role is information and technical
assi stance.

shotp Hgmippawt - The relative infrequency and |ow unit

vol une of purchases for major shop equipnent is likely to result
in alowpotential for consolidation of this category. That is,
maj or cost savings probably could not be realized through TASC
i nvol venent as a direct buyer/negotiator. Simlarly, there

14



woul d not appear to be a role as an infornation resource since
these types of suppliers are common. Additionally, this type of
purchase is likely to be suited to |ocal procurement due to the
general availability. For these reasons, it is recomended that
TASC not be involved in consolidated procurement of shop equip-
ment except for possibly the conpilation of DBE/WMBE vendor
lists.

Hior Componentrs - I n this category woul d be engines, trans-

m ssions, rear ends, air conditioning units, etc. Centralized
procurement is likely to be ineffective because of the |ow
vol une of purchases. Potentially, admnistrative costs mght be
reduced i f TASC provided vendor lists and specifications. There
woul d be no need for a warehousing and delivery system operated
by TASC because the products would |ikely be delivered directly
t o TASC nenbers; therefore TASC involvenent in logistics seens
unnecessary. The recommended 78X role for this category is in
the provision of information.

Vehicle Supplies and Parts - The suggested TASC role for
this product category is nore active than those discussed above.
The members purchase a |arge amount of supplies and parts, and
the potential for cost savings could be significant through a
consol i dated system  Mpjor savings in admnistrative cost woul d
not be expected since the dollar amounts of individual purchases
are usually low enough to reduce the adm nistrative cost of
formal bidding. The logistics of a centralized systemare |ikely
to be quite involved if TASC were to becone involved in warehous-
ing and delivery to its members. Local procurenent is likely to
be the preferred nethod for this type of product. However, it
appears possible for TASC to provide a benefit to nenbers but at
the same tine to allow for |ocal procurement. It is reconmended
t hat TASC consi der becomng either a central buyer or a negotia-
tor for vehicle supplies and parts. It could operate as Arkansas

15



does for tires and buy these products for nenbers at a negoti -
ated discount. Delivery could be directly to the user, and a
TASC-operraited war ehousi ng/ delivery system woul d be unnecessary.
Al'ternatively, TASC could negotiate nenber discounts for
supplies and parts; in this case TASE would not be involved in
purchasing at all. In either case, purchasing and negotiating
could be with nmajor autonotive supply conpanies that typically
operate from nany |ocations, and the TASC nmenber could essen-
tially buy locally.

Tires - It is recomended that TASE consider assisting its
menbership in the purchase or lease of tires for the sane
reasons as discussed for vehicle supplies and parts. It is

di scussed separately because transit systens sonetines |ease
rather than buy tires. Wth the potential volume of a consoli-
dated procurenent system TASE nmight be able to obtain simlar
treatment for other nenbers

Rout i ne Mantatagsw - For t hose TASC nenbers wi t hout shops,
direct savings in routine maintenance and service mght be
possi bl e through TASE invol venent. | ndependent action is the
standard now, and it is generally performed locally at autono-
bile deal erships, independent garages or service departments of
maj or chains or franchises. It is recoomended that TAs€'s role
be as a negotiator with major chains or franchises. Typi cal
types of service that mght be included are service for brakes,
nufflers, shock absorbers, and mnor service such as tuneups,
oil and [lubrication, coolant replacement, filter and belt
repl acenent, etc.

Fuel - Bulk purchases of fuel can result in significant cost

savings, and sone nenbers are taking advantage of their vol ume
buyi ng power now. However, administrative cost savings of a

16



consol i dated fuel procurenent program are likely to be low in
relation to the direct cost savings. O course, the logistics
of fuel procurenent are conplicated because of the need for

| ocal outlets. Consequently a consolidated fuel distribution
system al ready exists through state purchasing, and some menbers
use it. Because gasoline stations are largely independently

operated it would appear unlikely that a TASE - sponsored dis-
count program woul d be possible. Consequently, it is recomended
t hat TASC not becone directly involved in fuel procurenent.
However, one area of indirect involvenent is suggested. TASC
could be a central resource for a DBE/WBE fuel supplier |ist.

Qffice Supplies - Even though conpetition is strong for
office supplies, the costs are still a significant itemfor nost

organi zations.  Consequently, there would seemto be a role for
a consol i dated procurement system to take advantage of vol une
di scounts. Adm nistrative costs, on the other hand, would not
be significantly reduced through such a system Di stribution
woul d have to be at the local level due to the variety of itens

and the nunber of buyers. This product category is already
included in the state system therefore a consolidated system
al ready exists. O fice supply stores are common, and sone

menbers find it convenient to buy locally. For these reasons it
woul d seemthat a TAS€ - sponsored system would not be benefi -
cial. However, the DBE/WBE vendor |ist m ght be one service
t hat TASC coul d provi de.

of ‘ce Eqickpmewrtzr — The unit cost of office equi pnent such as
copiers, typewiters, and mcroconmputers is high and therefore a

potential for volume or nenber discounts might exist. Some adm n-
Istrative costs mght also be saved through a central system
However, the nunber of units regularly bought by TASC nenbers
m ght not be large enough to justify a volune discount. Ofice
equi pnent is another common category available through the state
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system and some TASC menbers already utilize this system  For
others the need to purchase locally is strong since office equip-
ment businesses are conmon. TASC's recommended role is as a
negotiator for discounts from national suppliers. For exanple,
sone franchised conputer stores and copier manufacturers have
di scounting prograns.

O fice Furmtuure - Discounts are sonetines available locally
for office furniture, but the volume of purchases by TASC
menbers is probably too low to justify TASC involvenent in a
consol i dated procurenent program State purchasing is also
avai l able for furniture. Consequently, the suggested TASC rol e
is only in the conpilation of a DBE/WBE vendor |ist for those
menbers that mght want to use it.

Vehiiche fnsurance - The transit insurance industry is under-
goi ng consi derabl e changes, and this topic is of prinmary inpor-
tance to nearly all people interviewed for this study. In
recent years the goal was how to achieve |ower premuns through
group purchase. However, now the goal in many areas is finding
coverage at any price. Several of the state associations as
well as the Anerican Public Transit Association and the Anerican
Bus Association are taking action for their nenbers. Many of the
state associations are considering prograns of joint insurance
fromthe comrercial market or pooled self-insurance. Through
such programs, both direct cost savings and admnistrative cost
savings might be achieved. The large nunber of potential organi-
zations mght allow some reduction of individual premunms by
spreading risk over a large nunber of entities. Pooled self-
I nsurance i s another possibility which has been discussed as a
means of providing coverage at reasonable cost in the absence of
willing insurers. Administratively, this alternative would
require nore in-house TASC support than a joint commercial pro-
gram Therefore it is recommended that TASC consider a joint
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purchase program if a detailed feasibility study indicates
menbership interest. Alternatively, TASC could provide an infor-
mation service by maintaining a list of insurance carriers for
use by nenbers.

Marketiing - The devel opment of a marketing program can be
expensive for a small property, and budgets are usually inade-
quate for effective prograns. A joint program sponsored by Ta8K
m ght be one way to devel op common thenes and pronotional eomm-
paiighs t hat menber properties could apply in their geographic
areas. The cost of a joint marketing program would |ikely be
| ess than independently devel oped prograns.

Proffessiienall Services - Most TASC nenbers have the need for
| egal and accounting services, and some have need for architec-
tural, engineering, or special consulting services. For |egal
and accounting services, there is a strong tendency to use |loca
firms, particularly for routine work. However, situations could
arise in which specific experience mght be needed, but the
| ocal firmmght not be know edgeable of the subject. TASC could
assist in this type of procurement by nmaintaining a directory of
firme with specific skills and experience that menber organiza-
tions mght need.
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Chapter 3

APPLI CATI ON OF CONSCLI DATED
PROCUREMENT  OPPORTUNI TI ES

This chapter further devel ops the reconmendations of Chapter
2 by exam ning each of the suggested procurenent activities:
devel opnent of vendor lists, developnent of sanple specifica-
tion, and the use of central purchasing or standard contracts.
Additionally the subject of insurance is presented separately
because of the tineliness of this topic.

Devad papieit of Vendor Lists

One of the mmjor suggestions given in the last chapter was
for TASC to act as an information resource by maintaining lists
of suppliers of products or services that TASC nmenbers m ght
use. TASC's role would go no further than the maintenance of
current information; it would not be involved in bidding
purchasing, or other procurement activities. Furthermore it
would Iikely maintain a neutral position with respect to the
merits of particular vendors.

Suagested Products or Services - The suggested types of

products or services for which TASC m ght naintain information
are:

* Buses - |ight, nediumduty

Vans - by passenger capacity

Speci al Equi pment - wheelchair lifts, fareboxes, radios,
safety equi pment

Shop Equi pnent - hydraulic lifts, electrical test equip-
ment, engine analyzers etc., jacks, welding equipment

>*

>*

*
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Mpjor  Conponents - air conditioning wunits, engines,

transm ssions, rear ends

* Vehicle Supplies/Parts -~ sub assenblies, consunables

* Tires - purchase or |ease

* Fuel - gasoline, diese

* Office Supplies - consunabl es

* O fice Equi pment - Copiers, calculators, dictation equip-
ment, mcroconputers, telephones, typewiters

* Office Furniture - desks, chairs, tables, file cabinets

* Insurance - brokers, carriers

* Professional Services - |egal, accounting, consulting

Sources of Information - Most of this information is avail -
able through existing directories, professional publications, or
through the experience of the TASC nenbership. Some of these
sour ces incl ude:

* Anerican Public Transit Association (APDH) Directory -

contains supplier section
~ * Passenaer Transpoitt - weekly newspaper published by APWS;

contains advertisenments and occasional [|istings

* Mass Transit - nonthly magazine; contains advertisenents
and directories of mnufacturers, suppliers, and consul-
tants

* Metro - nonthly trade nagazine; contains advertisements
and occasional directories of suppliers

* SC Departnment of Hi ghways and Public Transportation -
i nformation on vehicle suppliers, DBE/WBE |istings

* TASC menbership - menbers have a wealth of information;
for exanple, the vendor list for one RTA has over 120
busi nesses shown.

* \Vendors - Sonme suppliers will provide detailed information
I f asked.
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* Oher States - Chio, for exanple, has a vehicle catal og
which lists vehicles by type, technical data, pictures
etc. It also includes ancillary equipnent.

Types of Information - It is suggested that TASC nmi ntain

files which would include the follow ng by major product or
service category:

* Nane, address

* Product/service category

* Descriptive material, technical data
* Brochures

* Pictures

* Typical prices

The above would be for information that could be used by the
menbers as they w shed. TASC's obligation would be to try to
keep the information reasonably current. However, it would be
unlikely that TASC (or any other organization) could naintain
conprehensi ve information because of the |arge nunber of vendors
and potential sources of data.

Speeiiall DBE/WBE Li sts - Several organizations interviewd
for this study indicated that there is a distinct need for lists
of di sadvantaged or wonan-owned vendors so that recipients of
UNFA fundi ng can neet their DBE/WBE goals. TASC could performa
service to its menbers by conpiling such a list for this
pur pose.

l ticat]

A second recomendation for a TASC role in consolidated
procurement is to prepare sanple product specifications for its
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menbers. | ndi vi dual nenbers could then use this information in
the preparation of bids.

Sugaestted Products - Specifications prepared on behal f of

TASE€ menbers would be limted to ngjor purchase itenms such as

* Buses

* Vans

* Special Equi pnent
* Maj or Conponents

r f i Fijeatt; - Several states have devel oped
detail ed procurenent nmanuals for their Section 18 prograns, and
It is suggested that one or nore of these be used for guidance
by TASC. Three of these states provided docunents that would be
useful in the devel opnent of specifications or other product
I nformation

* Arkansas - ngz passenger vehicle with raised roof and
I Tt
- 10-20 passenPer wi de body bus with lift
Two-way mobile radio
Farebox
Bus stop signs
* Colorado -  12-15 passenger van with wheel chair ranp
- Mdified van with |ift
-  Small bus with [ift
- Large bus with |ift
* Ohio -~ Pictures, technical data, and manufacturers

for vans, light transit vehicles, and buses

- Pictures, technical data, manufacturers, and
specifications for energency equipnent;
stanchions;  rustproofing; wheelchair lifts,
ranps, and restraints; junp seats; radios;
air conditioning; tires; seats.

- Cost data
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Items t0 be Spegrfﬂed - Specification witing can be quite
detailed and conplex; and if this recommendation is to be
i npl emented, specifications would have to be devel oped for a
variety of products. Exanpl es of the conponents that mght be
speci fied include:

* Buses - Chassis, frame, wheel base, rear axle and differ-
ential, suspension system engine, transm ssion,
drive shaft, brakes, wheels and tires, steering,
radi ator and cool ant system battery, alternator

auges, fuel tank capacity, gas cap, horn, hood
atch, wipers, undercoating, radio, body struc-

ture, passenger door and stepwell, Interior,
floor, wndows, energency exits, doors, mrrors,
seats, grab rails and stanchions, interior and
exterior lights, heating, paint, insulation

safety equipment, wiring, Wwheelchair lifts and
tie downs, air conditioning, warranties.

* Vans - Sane

*

Weel chair Lifts and Restraints - power, vertical and hor-
I zontal clearance, controls, floor, static |oad,
guard rail, belt restraint, wheel |ocks

*

Radi os - frequency, squelch, noise blanker, time-out
timer, nobile to nobile operation, Interchange-
ability, mcrophone, lock, antenna, base station
transmtter, receivers

*

Farebox— Trip handle, nounting, [lights, |ockable vaults
and keys, viewing plate

Central Purchase/ St andar d Contiractis

The third principal recomendation would require direct
I nvol venent by TASC because it would be active in product
purchasing or in price negotiations on behalf of the nenbers.

. S ) \ #X involvenent in direct
purchasing or price negotiation is recommended for the follow

I ng:
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* Vehicle Supplies/Parts - central purchase or standard
contract

* Tires - Central purchase or standard contract

* Routine Mintenance - standard contract

* Office Equi pnent - standard contract

‘ ] < ' pAE e Svstem - Under this alterna-
tive, TASC would t ake on the entire purchasing function for
certain products. Menbers that w shed to participate in this
service would obtain their product from TAS€C which would perform
the buying on the nmenbers' behal f. TASE woul d first determ ne
the menbers' needs on a regular basis such as annually. It would
then prepare specifications and bid packages; review the
responses; and award contracts. These contracts could be for
fixed price and quantities or could be for fixed price and inde-
finite quantities. Menbers would be relieved of the adm nistra-
tive burdens but would have to use the vendors selected by TASC.
Arkansas is the only state surveyed for this study that has such
a system and this programis limted to tires.

Operation of a Standard Contract Svstem - A related al terna-

tive would be for TASE to negotiate discounts with suppliers,
but not be involved in the purchasing process. Menbers woul d be

notified that particular suppliers wll give discounts for
specific products; the nenmber would then use that supplier, if
desi red. This alternative woul d reduce TAe€'ss adm nistrative

role, but it would take active involvenment in dealing with major
suppliers.

acconpllsh e|ther central purcha5|ng or standard contracts THEX
woul d likely deal with the marketing or sal es organizations of
maj or manufacturers, distributors, or national and regiona
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chains. Smal ler, independent firns mght be inappropriate
because they mght not be dispersed enough geographically to
meet the needs of the TASC nenbership.  Sone of the conpanies
m ght include: (1)

* Autonotive Parts/Supplies Distributor - NARPA, Carquest,
Parts Plus, Quality, Wites, Western Auto, Sears, K-Mrt,

etc.

* Tires - Bridgestone, Cooper, Dayton, Firestone, General,
Goodrich, Goodyear, Toy®, Uniroyal, major deal ers such as
t hose above, etc.

* Routine Miintenance - Aamew, Brake King, Mdas, Precision
Tune, Wites, Western Auto, Sears, K-Mart, etc.

* Office Equi pment - Aeta Fax, Monroe, Conputerland, Rem ng-
ton Rand, Royal, |[|BM Saviim, Addressograph, Burroughs,
NCR,  Dictaphone, Hew ett Packard, Lamier;, East nan Kodak,
Texas Instruments, 3M, Victor, Xerox, etc.

ehicle Liability I

Two general methods are possible for a potential TASC -
sponsored program of vehicle insurance. One is to use joint
i nsurance fromthe comercial market, and the other is to have a
pool ed self-insurance program with excess coverage from the
commercial market. \While a detailed insurance feasibility study

(1) These conpanies are for illustrative purposes only, and the
list cannot be considered to be conprehensive. Their inclu-
sion or absence is neither an endorsenent or |ack of endorse-
ment by the author. Additionally their inclusion or absence
does not inply whether or not they would participate in the

suggest ed prograns.
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I's beyond the scope of this consolidated procurenent study, sone
of the principles of each are discussed bel ow.

Joint Insurance - Wth this type of insurance, ¥ would
hold the master contract, and participating nenbers would pool
the risks in order to reduce premuns which are rapidly escal at-
I ng. The allocation of the prem umcould be on the basis of
premuns currently paid for individual coverage so that partici-
pants woul d share in any savings. The association would assune
the adm nistrative cost, would solicit bids, award the contract,
institute risk managenent procedures, and allocate the prem uns.

Pooled Self-Jnsurance -~ Under this alternative, participants
woul d establish a pool of funds that could be' used directly for
I nsurance coverage or could be used for excess coverage by
menbers. The sponsor, TASG, woul d control investment incone from
the fund; availability for sone nenbers would be assured; and an
active risk managenent program coul d reduce |osses.

Both of the above alternatives involve considerable involve-
ment by TASC as well as risk managenent professionals. However,
it is likely that the self-insurance program would require nore
"in-house" expertise because this alternative would essentially
take the place of at least part of the commercial coverage.

Vendor jijgt - Aless involved alternative to either of the
above suggestions would be for TASC to keep a list of active
I nsurance carriers that individual nenbers could then work with
I ndependent | y.
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Chapter 4

IMPLEMBENTATION O A
CONSQOL| DATED PROCUREMENT  PROGRAM

An extensive set of recommendations has been made for this
consol i dated procurenent study, and these can be summarized into
five general groupings:

* Central Purchasing/ Standard Contract Negotiation

* Conpilation of Vendor Lists and Product [nformation
* Devel opnent of Sanple Specifications

* Consideration of Joint I|nsurance

* Consideration of Joint Mrketing

Wthin each group are specific recomendati ons as discussed in
the last chapter.

The inplenentation of these recommendations is the subject
of this final chapter. However, it is recognized that with a
prof essional organization such as TASG, the inplementation of
all of these recommendations would be unlikely. Therefore it is
recommended that TASC use a phased approach in order to inple-
ment the nost inportant (in TASC's viewpoint) suggestion first.

The inplenentation of alnost any recommendation would make
TASEC sonmewhat unique anong sinilar organizations in other
states. The interviews conducted for this study indicated that
al nost no consolidated procurenent activity is being conducted
by transportation associations.
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Al'l of the recomendations require sone initial, comon
steps before inplenentation. Basically the first step would be
to obtain nore followup information from TASC nenbers. O
course, several menbers were interviewed for this study, or
informati on was obtained from other contracts. However, the
suggestion here is to conduct a conprehensive nenber survey of
the transportation providers.

The recommended transportation-provider survey would be
relatively sinple and would focus on three topics for each of

the product or service categories discussed in this report:

current budget, current supply sources, and potential interest
in a TAX-sponsored consolidated procurement program A sug-
gested survey formis presented in Table 3.

The basic assunption of this recommendation is that sone
form of TASC-speoms@red program could lead to price discounts,
adm ni strative cost savings, or other savings due to vol ume or
consol i dated purchasi ng. The key to inplenmentation of this
reconmendation is the know edge of how nuch the menbership buys
now and how nuch it mght buy through a T8¢ program

The survey discussed in the previous section wll provide
the information necessary for the selection of specific products
that appear to a potential for significant savings. TASC
representatives can then approach vendors of these target pro-
ducts concerning discounts or other favorable terms that the
vendors mght be prepared to offer in order to gain TASC's busi -
ness. That is, TASE would be actively involved in negotiating
terms, prices, discounts, direct delivery, etc.
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Table 3

RECOMMENDED MEMBER PURCHASI NG SURVEY
TRANSPORTATI ON ASSCCI ATI ON OF SOUTH CARCLI NA

Dear TASC Menber:

The Association is considering the inplenentation of a Consolidated
Procurement Program for the benefit of the members. Through such a program
menbers mght be able to purchase somegoods and services at |ower prices
than are available for individual purchases. Qther assistance that TASC is
considering is the provision of vendors lists, technical data, and sanple
specifications for a nunber of products.

Your assi stance is needed so that TASC can devel op a program that meets
t he ﬂeedsffof t he menber shi p. Please fill outthe followi ng tableto help us
inthis effort.

Very truly yours,

F. Don Dur ham
Presi dent

1. What is your present transportation budget for the products ok services

listed?

2. What are your present sources for these products ok services? Use nore
tham one it necessary. o o .
A) State procurement” B)Pemrmall Conpetitive Bidding e) Direct Purchase
D) O her

3. Wat services would you use if T#8€ provided then? Use nore than one if
necessary.

A) Purchase through TASC B) Use TASC-negotiiated di scount from particul ar
vendors @) Use vendor lists, product information conplied by TASC D) Use
sanpl e specifications for guidance &) Wuld not use TASC.

1985 PRI NCI PAL TASC

PRODUCT OR SERVI CE BUDGET -SOUREER~ SEBUCE
(1) (2) (3

Bus

Vans

Speci al Equi pment (Lifts, Fareboxes, Safety). .
Shop Equipnment . . . . . . . .. Lo
Vehicl e Supplies/Parts .

Vehi cl e Major Conponents.

Tires

Fuel . . . . .

Ofice Supplier .

Ofice Equiprent

Ofice Furniture

Vehicl e I nsurance

Marketing . . . . . . . . ...

CPA, Legal, Special Consulting

Organi zati on Name
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Central purchasing would be nore involved because TASC woul d
have to determ ne member needs, prepare bid packages and specifi-
cations, evaluate bids, award contracts, and admnister pur-
chases. Accordingly an information/ordering system would be
needed so that menbers could place orders to TASC. It is
recommended that deliveries be directly to nenbers; therefore,
no TASC-operattad war ehouse or delivery systemis recomended.

| f TASC operated only as a negotiator of standard contracts
on the behalf of nembers, then it would not have to initiate an
"in-house" order and admnistration system

In order to inplement this step, it will be necessary to
provide information to the nmenbership. For a central purchasing
system the necessary infornmation would include products avail -
able, price, delivery terms, payment terns, as well as standard
order forms etc.

The information that would be provided to TASC nenbers if a
negotiated standard product contract is offered would include a
listing of products covered, conpanies included in program
terms, etc. Additionally, a means of identifying TASC nenbers
to vendors would have to be devel oped.

Finally, it is reconmended that an effectiveness nonitoring
system be established. Wth a central purchasing system this
step will be relatively because all of the ordering information
wi Il be available. For products or services that menbers obtain
t hr ough TASC-negettiaitesi st andard contracts, an annual survey is
suggest ed.

| f TASC chooses to inplement a procurenment information
resource program nuch |ess would be involved at the association
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| evel even though this role could be of significant indirect
val ue to nenbers.

A |arge nunber of products or services could be included as
di scussed in this report. However, it is suggested that TASC
concentrate on those potential purchases that the conprehensive
survey suggests are the nost inportant to menbers.

The devel opnment of an information library of product data
etc. could be relatively easy in conparison to the nmore active

role reconmended earlier. The sources listed in the | ast
chapter contain much of the information, and it would only be
necessary to conpile it and keep it current. Information from

the TASC files could then either be distributed on request or
sunmari zed annual |y by product category.

The preparation of sanple specifications is sonmewhat nore
i nvol ved but nuch has al ready been published. TASC's role would
be to conmpile useful information and distribute it in a manner
simlar to that described above.

An annual nonitoring and follow up process on the use of
this service is also recomended. If this information service
is not useful to the menbership, then it should be discontinued

Insurante

Vehicle liability insurance is a conplex subject and is of
much concern at this time. A considerable anobunt of action (and
reaction) is occurring nationally as policies are not renewed or
premunms are raised substantially.

| nsurance purchasing was included in this Consolidated

Procurement Study because it is a service needed by Tk
menbers. However, of necessity, the depth of analysis was
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limted due to the level of effort allowed to cover all of the
topics associated with procurenent. Therefore the principal
recommendation regarding insurance is to consider some form of

joint or pooled insurance program if a detailed study estab-
lishes the feasibility of such action

The reconmended feasibility study would necessitate an
exam nation of existing coverages of nenbers and the anal ysis of
what m ght be expected from a TAX-sponsored program A [isting
of the types of basic information needed before a reconmendation
could be made is presented in Table 4.

NMexheiting

Some interest in joint marketing efforts has been expressed
in other states, and it would appear that the simlarities of
this state's Regional Transportation Authorities (REA) ni ght
| ead to sone comon marketing needs. However, nore study is
reconmended to identify the markets being served and the narkets
that ought to be served, to develop comon thenes, and to
devel op conmon marketing programs. Additionally the study would
al so have to recognize the differences between RTA'.

Al of the recomendations contained in this report would
require additional levels of effort by TAS€E if they are to be
| mpl ement ed. However, different resource requirements would be
requi red depending on the reconmmrendati ons. Table 5 presents
estimates of the levels of effort and technical expertise that
m ght be needed for a Consolidated Procurement Program
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Table 4

| NFORVATI ON° NEEDED FOR COMPREHENSI VE
| NSURANCE STUDY

N g

. Agent, insurance carrier
. Location
. Annual prem um

=

=OoLoNS oUW

Passenger types, fees charged

. One way trips

L d

Vehi cl e-type, nmake, nodel yeamr, seats, wheelchair positions,
lifts, ranps, annual mles

. Drivers by category .
. Extent of driver training, driver records
. Use of safety belts - driver, passenger

Safety inspections

. Use of selt insurance

Insurance ComeENies

SOURCE:

Policies witten _ . .
Yela_r s of witing public/human service agency transportation
olicies

e of rating sheets, codes

. Use of assign risk

Underwriting considerations - driver age, fleet size, mle-
age, location, type of trips, vehicle type, passenger capa-
city, etc.

Prem um by vehicle type

Clainms experience

Cancel | ation experience.

fornia Departnent of Transportati
Associ at es, 1982.

udis prepared for Cali-
on by Wlbur Smth and
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Table 5

RECOMWENDED RESOURCE REQUI REMENTS
CONSCLI DATED PROCUREMENT PROGRAM

RECOVVENDATI ON

EFFORT

SPECI AL
QUAL P CATITONS

Devel op Vendor Lists

Devel op Sanpl e Specification
Central Purchasing

Standard Contracts

Joint Insurance

Self Insurance

Mar ket i ng

3 Person Weeks Initially
1 Person \eek Annually

4 Person \Weks Initially
2 Person \eeks Annual |y

6 Person Mnths Initially
3 Person Mnths Annual |y

6 Person Mnths Initially
2 Person Mnths Annual I'y

2-3 Person Months Initially
2 Person Months Annual Iy

2-3 Person Months Initially
4 Person Mnths Annual |y

4 Person Mnths Initially

SOURCE: W lbur Smith and Associ at es

35

None
Product Technica
Pur chasi ng,

Product Technica

Pur chasi ng,
Product Technica

| nsurance,
Transportation

| nsurance,
Transportation

Transportation
Mar keting
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